
Decision No. 

BEFORE TRB PUBLIC UTILITIES cor·:.aSSION OF THE STATE OF CA1IFv:~m!A 

In the Matter of the Applice.ti on of ) 
CALIFORNIA ELECTRIC pm~ER COI~:PJ\.NY ) 
for approval of ~hose cert~in agree- ) 
ments designated as Axis Statio~ ) 
J..greement., Po\<rer Coordination Az,ree- ) 
ment, Amendm.ent No.1 to Po~:er ) 
Coordination Agreement, and Power ) 
Transmission Agreement. ) 

Application No. 3$764 

Donald J. Carman, for a~~licant. 
~. J. Dcue~ and Bert Buzzini, for California 

farm BUreau Federation; Bruce Renwick and 
R. E. Hood bury , for Southern California 
Eci.ison Company; JGJnCS H. Carter, for 
Imperial !.~igation D~ctr.ic~; ~nterestcd 
parties. 

John J. Doran, for the Commission staff. 

o PIN ION -----_ ..... 

Applicant's aequest 

The California Electric ?ower Compar~, engaged princip~lly 

in the business of supplyinG electric energy to :e~oers or the 

public in portior..s of t.he Counties of I'Zono, !nyo, Kern, San 

B~rnardino, a.."ld Riverside, in the State of California, and in the 

Counties of Nye and Esmeralda, in the State of ~evada, tiled the 

above-entitled application on Januc.ry 24, 1957, seeking an ord9r 

of the Co~ssion approving several agreewents to provide addi­

tional power resources to meet the locd gr~#th expected in south~ 

eastern California and ror 0. subsidi~y company in ! .. iexico, 

Industrial Electrica Mc~c~~, S.An ~e c. V~ (hereinafter sometiwcs -------. ' ' . 

called IEII':). COJ(ie s of the several agreements arc attached to the 

application and are designated and entitled as follows: 

Exhioit A - AXis Station i.greet1ent 
Eyldbit B - Power Coordination Agreement 
Ex..lribit C - Amendment No.1 to Power Coord~nation 

Agreement 
~~bit D - Power Trans~ssion'Agreement 
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Public Hearing, 
. 

Atter due notice, public hearing on this applic~tion was 

held before Commissioner Ray E. trntereiner and ~ner i-la.."lley iii. 

Edwards in El Centro on April 23, 1957. Applicant presented four 

exhibits and t~stimony by one witness in support of the application. 

The Commission staff) representee. by an electrical engineer, took 

an active part in the hearing and cross-examined applicantTs witness 

for the purpose of developing a full record to aid the Commission 

in deciding this ma~ter. Counsel for th~ Southern California 

Edison Co~pany and a representative of the California Farm Bureau 

Federation also cross-examined the ~:itness. ~o party appeared in 

opposition to the ::.:>roposed application; hO\olever, counsel for Edison 

did question the use of the Kaiser Steel companyT sEagle I·'!ountain 

mining load as pa.~ of the reason for the proposed new power plant 

uni t when the applicant already had used this load as part of the 

reason for justification o~ an additional u.~t at its San 

Bernardino steam plant. 

Load Growth 

Applicant represents that certain isolated portions of 

its syste::l are served .... ~ th energy that is purchased fror:l other 

agancies; that these loads are growing rapidly; and that additional 

energy must be sacured to serve them. These isolated portions are 

the Blythe area, t he Kaiser Eagle ~~ountain ~·line area) and the 

points in southeastern Cali£' orma and southwestern Arizona 't'.'here 

power is sold at Wholesale to IEM. None of these isolated portions 

is served directly from the applicant's ~in system. 

The Blythe area. is served vii th power received. .from 

Davis Dam uncl.er an exchange agreement with the United States 
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Air Force; currently, this load is ~Pl'roximately 11,000 k-N' ~.r.d 

~pplicant estimates that it will grow to 29,000 kw in 1961. 

Included in this Blythe load is the Ka.iser Eagle ~I·:ountain l'Jine 

which has been served .... lith the applicant T s portion of the l:etro­

poli tan llJater District T s unused firm energy i'rol!l Hoover Dam 

through the DistrictTs Hoover transmission line at the Eazle 

I~ountain pumping plane. At the present ti:le ap,licant represents 

that its share or the District's unused energy 'is not sufficient 

to supply the Kaicer load and that it is buying the additional 

power needed to serve that load from the Southern California 

Edison Com~ny on a ~onth-to-month basis. Applicant states ~hat 

it presently is building a 161 kv line !'rom the Bureau of 

Reclacation's Elythe SUbstation to the Kaiser mine and expects 

this line to be in service around Septe~oer 1, 1957. 

Applicant states that I&~ is served at three points just 

::lorth of the internatioMol boU!ld.ary line. One of' these ,oints 

is in the City of Calexico, another is near the City of Andra.de 

and the third is at Boundary, just nortb of the City of San LuiS, 

Sonora, !~e:d.co. The energy tor the deliveries at Calexico c..."'ld 

Andrade is purchased fro: the Ioperial Irrigation District, herein­

af'ter some't.imes referred to as IID, a.."ld 'the energy tor deli very at 

Boundary comes frOI:l DaVis Dam ur.der the previot.:.sly mentioned 

exchange agreem~nt with the Air Force. 

At Calexico the applicant has a contract which provides 

for 30,000 ~1 of power to be received from IID. The demand here 

was 29,;20 l-a.; in 1956 a:ld applicant estica.'tes i't will grO"TJl to 

42,500 kw in 1961. At J~"'ldrade the apr;lics.nt has a contract which 
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proviaes for 10,000 kw of power to be receivea from IID. n~e aemand 

at this location already has exceeded the 10,000 kw contract lici­

tation and by 1961 applicant estimates it will grow to 44,500 kw. 

EZ<.cess loads at these two pOints will be taken care of through 

letter agreements "Irlth lID u..."ltil supplemental power can be made 

available from the proposed Axis Power Station near Yuma 1 J~zona. 

Aoplicantfs Position 

Applicant represents that because of the rapid and con­

tinuing growth of the above-mentioned sales, it is faced with the 

immediate necessity of either constructing new lines and £aci1it~s 

to interconnect these iso~ted portions of its sistem with the 

main system or of providing a new l')(J'(ler source in the vicinity of 

the iso1atea portions to carry these loads. After giving considera­

tion to various alternatives and procuring consulting engineering 

. aavice, the following plan is proposed by applicant as the most 

economical method to meet the expected load gro~~h: 

a. Fom. a power pool in southeastern California 
and southwestern Arizona by and between the 
Arizor4 Public Service Co~,any (hereinafter 
sometimes designated APS) , the lmperial 
irrigation District (hereinafter sometimes 
designated lID} and the applicant. 

b. Applicant and APS 'rill cooperate in the con­
struction and operation of a steam electric 
generating plant near Y'\J:lla, designated Y'lJIlla 
Axis Steam Plant. A ,lant site has been 
acquired and will be divided by an ffAxisff 
line so that each company ..... 1.11 hold title to 
one half of the site, the applicant owning 
the ·lV'est half of the site. Ultimately, it 
is expected that four units will be constructed 
on this site wi th the applicant owning the two 
units on its side and APS the two units on 
its siae. 
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c. Units will be installed in the pla.."lt .as load 
grOW'th requires. After the first two units are 
installed in the Y'I.l:I'la AXis plant and additional 
power is needed in the pool, IID will construct 
a unit at some point in Imperial Valley. Sub­
sequent units will be constructed at the AXis 
and Im~,erial Vallet plants as re~'Jired :i.n order 
to meet continui:lg load erowth. 

d. Construct the necessary tra:::Js:nission lines to 
tie the new plants into and interconnect the 
various systems to form the power pool. 

Axis Station Agreement 

The purpose of the AXis Station Agre~~ent is to ~rovide 

for the construction and operation of the y~ AXis Steam Plant. 

The site acquired consists of about $0 acres located about 4 miles 

'V:est of the City o£ Yuma in the ~tate of' J.l.rizona.. The 1m. tial unit" 

which is to be an $0,,000 kw unit" \,fill .b·e installed by the applicant. 

Applicant states that engineering v:ork is 'UDder way and construction 

will common: e about Septel'Mbcr 9, 1957. Engineerino services COll­

tract and a construction ~"ld procur~ent services contract have 

been placed with Bechtel Corporation. Applicant plans that the 

first unit be installed ready for commercial operation by April 1, 

1959. The output of this first unit ......ul go into the power l,ool 

and will be shared by APS, °IID and t~e applicant. 

Applicant expects the loads ''1ill grow to such an extent 

that a secono. unit at the Axis Plant will be rec;:uired .... "ithin three 

years after completion of the first unit alXt that the second unit 

will be provided by APS. When a third unit is needed in the pool, 

applicant anticipates that it will be constructed by lID at 

El Centro, California. 

Applicant contempla~es that the Yuma Axis Steam Plant 

will be operated as a single generation station so long as such 

operation is praet:i.eable and mut'1J8.11y satiS£actory, and \,lill be 
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operated by either ,APS or the applicant for the joint account of 

the parties. Initially A?S will be the operator under policies 

and methods to be fomulated by an Axis co:nmittee made up or two 

representatives of each of the parties. 

Power Coordination Ap,reement 

The Power Coordination Agreement provides for tho inter­

connection of tho local systems of APS, IID and the applicant; 

coo?eration in the future development oZ additional gener~ting an1 

trans:nis sion £acili ti es; and t he operation of the power pool, 

including partieip~tion in the use of capacity, the interchange of 

energy, ~nd mutual emergency assistance. 

Schedule A or this agreement provides for the inte::-cnange 

of energy, knO""n a.s econocy energy interchange 1 which can be 

supplied from sources available to the supplier that at the time 

are not fully utilized and that c~~ be utilized by the receiver 

to reduce generation from more expensive units, to avoid ~t~rting 

generating units not in service, to avoid excessive transmission 

costs) to reduce or a void more expensi ve energy purchases, ~d to 

avoid curtailing deliveries of secondary power. Generally speakiDg 

the energy interchange is to be supplied on a split-savings basis. 

Schedule B of this Qgreement establishes a plan in 

accordance with which the parties may :f'rom time to time enter into 

agreements for temporazy participation in the 'use .and the cost of 

new installationz of steam generating facilities in the local 

system of the parties" establishes conditions and terms for the 

use of reserve capacity ane for reciprocal assistance azong the 

part.ies under emergency power conditions when supp17 to custO:lers 

is threatened or curtailed in any of the systems. With respect to 
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reserve capacity, the combined. reserve margin of the three partie s 

shall be a common pool available to any of the parties needed to 

offset capacity shortages in its local system arising from any 

cause. 

Participation Agreement No. 1 of this agreement sets 

forth t~~ terms am conditions ur.der \;h.ich Ai'S, lID and the 

applicant ... till participate in the use of capacity and in 'che <:lnnual 

costs of Unit No.1 .:l.t the Yuma J.'.xis Steam Plant. 

pation percentages are determined for each party, and, as adjusted 

from time to time, are used for establishing entitlements to the 

output of Unit N~. 1. In general, the parties share in the fixed 

charges in proportion to their respective entitlements and in the 

energy charges on a kwhr basis. Bills are to be rendered monthly 

by the applicant to A?S and IID for each party's respective share 

of the costs. 

Amendment No. 1 to Power Coordination Agreement 

~~endment No. 1 to the. Power CoordL~ation Agreeme~t amends 

Service Schedule B to provide that the Kaiser Eagle Mountain Mine 

area lies within the applicant's local system, the effeet of which 

is to increa.se the applicant t s dependent load a.l'ld thus. increase 

its participation percentage in Unit No.1, and amendz Participation 

Agreement No.1 by settins out therein th~ resultir.g change in 

participation pereentages of all tho parties. 

Power Transnission Agre~e~ 

Tho Power Transmission Agreement, betwoen lID and ~~c 

applicant, provides for cooperation in the development, oporation 

and us~ of the transmission facilities of both p~ticz ane the 

rendition of certain transmission cerviees. Under this ~rec~ent, 
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lID will install facilities necessary to transfer· power beti··!een the 

parties at its ~ilot I(nob ~nd Drop 4 Substations and IID agrees 

that it will, upon r'equest of CEP, reroute its ex:.sting 92 kv 

transmission line into the applicant's oarnet SUbstation and the 

applicant will install necessary ter~nal facilities. 

In addition, the applican.t ... :ill transmit !ID's power 

from the J.'.xis Plant to an interchange point in California, and 

lID will transmit power for the applicant from any interc:han~e 

point in California to another, either directly or by way of 

substitution. For these mutual tra."'l.smission services the applica."'lt 

will pay to lID a net aggregate charge computed as provided in the 

agreement. 

The transmission agreecent ,also amends Article 5 of that 

certain Agreement for Exchange, Sale and Purchase of Energy, dated 

October 15, 1943, and approved b1 the Commission in Decision 

No. 36622.. This article has since been amer.d.ed by Supplemen.tal 

Agreement dated April 27, 1950, and approved oy the COmmission in 

DeCision No .. 4.548;. The present amendment suspends the demand 

charge of :;2,500 per month provided for by said Article ;, as 

amended, during the term of this Power Transmission Agreement. 

Plant Cost 

Applicant estimates the total cost of Unit No.1 in the 

Yuma Axis Stca:n Plant., includirg the cora.:~on facilities, at 

:~131000,OOO. Of this amount, J\.,PS ~rill pay ;2}250,OOO as its half 

of the land al'ld cO:mJon faci lit.ies, a.rrl the 69 kv switcb.y.n-Q. and. 

step-up tranzformcr that it will sUP9ly for the fi~st unit. The 

remaining portion, or ;~,10, 750,000, .... 'i1l be paid by the applicant. 
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Applicant :)lans on 1"inancin.:; this construc'tion from 

temporary baru( loan3 or from sale of such securities as the 

Commission may hereafter, upon pro~er application, from tiu.e to 

time authorize for that purpose. 

Cost of Ooeration . 
For fuel the applicant plans on using natural gas 'ttl!lich 

it expects to be available at all tiLles. Oil will be kept on band 

for emergencies in a 30,000 'barrel tank. Also the plant will be 

constructed in such a manner that it can be converted to burn coal 

in the future, if that should becoce desirable. The gas 'Will 'be 

purchased from APS> \':h1ch co::lpany will obtain it from El Paso 

Natural Gas Com~any. Applicant estimates that at a 70 percent 

plant factor and at a fuel cost of 25 cents per million Btu the 

cost 01" energy delivered at 'the switchboard would be 6.9 mills per 

kwhr. Ii' the fuel cost should go up to 30 cents per million Btu 

the cost would be 7.4 mills per.kwhr. Such costs incl~e a 

6 percent return on the capital invested. Presently gas fuel 

costs about 2S.a cents per million Btu based on a rate of 27~ cents 

per 1 Let to APS plus applic able taxes and a one pe rcent handling 

charge. 

Applicant represents that t~~ estimated cost of power 

from the new plant compares very favorably with the cost of 

generating power at its Highgrove Ste~~ ?lant, and as anticipated 

at its new San Bernardino Steam Plant now under construction. 

Advantages of Pool Operation 

Applicant listed the follOwing advantages to be gained 

i'rorL construction of the A.::dS plant ani pool operation as op;.?osed 
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to individual operation of separa~e plants: 

1. The Yuma j~s Plan-e will be located within one 
and one half miles of a large delivery' point and 
adjacent to the load center 0 f ~:.e APS local 
system; hence the cost of new transmission lines 
is held to an absolute minimum. 

2. Under the pool operation large size generating 
units · ... 'ill be constructed which will have better 
efficiencies at lower per k~J' ca.pital costs 'than 
could be obtained from the smaller units rec.uired 
if separate noncooperative expansion plans were 
undertak en. 

3.. As the rea1.:l t of more efficient use of trans­
mission lines tr.roughout the entire system, all 
parties \'1111 save line losses in the i'o:-m of k\-rhr. 

4. Substantial labor and overhead savinss will be 
realized as the AXis plant will be operated as a 
single station. 

5. Saving,s will result from tr..e pooling of spin."'ling 
reserves as each party will not have to provide 
a separate reserve to protect its largest unit. 

6. Gas rates are lower in Arizona. than in California 
for steam-electric generatin3 plant service. 

7. Substantial savings should be realized through 
IT economy energyH transactions in which the :nost 
efficient aVailable generatin: unit of the three 
parties "::-ill be utilized. 

~. The construction of the A.~s plant and operation 
of the pOt'fer pool in ten years T time should save 
the three pareicipants an estimated ~lS,OOO,OOO 
as com~ared with t~e cost of each one of them 
buildi:cg separate plants. Applica."lt expects to 
benefit to the extent of ~~ estimated ~o,OOO,OOO 
in ten years. 

Findings and Conclusions 

Applicant did not show the effect of its )LXis Plant 

investment upon its estioated over-all rate of return, but justified 

it upon the basis of load growth and anticipated savin~s from pool 

operation. T:.!hile normally the Commission requires a showing as to 

·the effect on an applicant~s earning position resulting from the 
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installation of a l.lrge genera.tin; unit 1 in this case it is not 

anticipated. that the !'ull cost burden of t..""lis unit will fall U'.;:jon 

the applicant end it appears logical to conclude that t..~e increased 

revenue resultinz from load growth at the existing level of rates 

should carry the added capital and o~jera.tine costs 'Wi thout unduly 

depressing the applicantfs rate of return. 

We bel ve reviewed the several agreements upon which appli­

cant requests approval and rind that they are of indefinite 'term 

subject in most cases to te~nation on three years' notice or 

under other conditions as specified in the agreeoents and that th¢y 

do not become effective ~~til all necessary approvals of rGgulatory 

authorities have been obtained~ 

After considerinz the evidence of record the Commission 

finds and concludes that the proposed agreements, and construction . 

contemplated thereby, provide an economic means for the applicant 

to meet anticipated load growth in southeastern Calli'ornia, that 

they are in the public interest, and that, an order should be issued 

authorizing applicant to carr; out ttc terms and conditions thereof. 

l!hile the Edison Company has questioned the use of the Kaiser 

Eagle Mountain l:ine load as a part of the justification for tl'lis 

new plant, in the CommissionTs opinion the other loads are growing 

so fast that the plant could be justified. ~:ithout such load if the 

Commission decid.es that this mine load should be served by Edison. 

It is unusual for a utility, whose primary load is in 

California, to seek authorization to build production and trans­

mission facilities outside or the state; however, we have precedent 

for such construction in :disonTs a~d the applicantTs transmission 

lines to Hoover Dam anc. the installation of machi::lc:""j' in the Hoover 
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Power Plant. In order to be sure t!w.t the construction ~roi='ocod 

in this application Will not burden the ap~licant's present 

Cali!ornia customers in the absence or a."l appropriate rate of 

return study, the applicant v·Jill be re~uired to keep its records 

in such manner that the costs or serving the Blythe area load, 

Eagle t-iountain !.:in,e, a."ld I~exican load can be separated .from the 

costs or serving i'Cs remaining California load. 

The Commission finds that public convenience and necessity 

require the construction, operation and maintenance of the a1'pli­

cant's portion of the proposed Yuma Axis Steam Plant, ~"ld the pro­

posed !,irst unit therein of eo ,000 k\-r capacity, together \In. th the 

necessary appurtenances and the short transmission lines to tie 

the plant to the ?ilot Knob Substatioll, and. tb.~t a."l order should. 

be issued granting a certificate of public convenience and 

necessity. 

The certificate of public convenience and necessity issued 

herein is subject to the :'ollo·..nng proviSion of law: 

The Commission shall have no ~~wer to authorize 
the capitalization of this certificate of public 
convenience and necessity or the right to own, 
operate or enjoy such certificate of public con­
venience ~~d necessity in excess of the amount 
(exclusive of any tax or a~"lual charge) actually 
paid to the State as the consideration for the 
issuance o! such certiricate or public conven­
ience and necessity or right. 

The above-entitled application having been conSidered, 

a public hearing having oeen held, the matter having been submitted, 

and now being ready for deciSion; therefore, 
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IT IS HE1~B1" ORDER.BD that applicant be an d it is authorized 

to carry out the term~ and conditions of the i"ollowi:-..g contracts: 

Entitled Dated 

Axis Station I~greement December 4., 1956 

Power Coordination December ~, 1956 
Agreement 

.At:.e:c.d:(;)nt No.:, 1 to Jan~ry 15, 1957 
?o'-l:cr Coordinat iO:J. 
Agreement 

Power Transmission 
Agreement 

December ~, 1956 -

':J!ith -
Arizona ~~blic Service 
Company 

Imperial I.~igation 
District and. Arizona 
Pub lic Service ':o:npany 

~perial Irrigation 
District and Arizona 
Public Se~vice Company 

Imperial Irrigation 
District 

and to porform or rend,:!r the servi,ces described in these contracts 

under the terms, charg·Zls and conCi tions stated in them. 

IT IS HEREBY FUaTELf~ mtDERBD that: 

1. California Electric Power Company be and it is hereby 

granted a certificate that public ·eonvenience a.",d necessity require 

the construetion~ operatio~maintenance and· use of the proposed 

Unit No.1 at the Yuma Axis Stcao Plant consisting of an SO,OOO kw 

unit, appurtenances and Short transmission lines generally as 

described. in the a~plication, the procurement of the requisite 

lands or land rights, permissions or s~ch ~ranchises as may be 

necessary for the construction or operation of the project, the , . ' 

production, transJtission and di str-.Lbution , delivery and sale o£ 

such electric o~orS7 as may be genera~ed by this unit to its present -and prospective customers in accordance ',lith its certii'ict.tes of 

public conve~ience and necessity and with its rates and rules duly 

filed with the Commission. 

2. Applicant shall file ~~th the Co~ssion within thirty 

clays after the effective date of this order, two certified copies 
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of the contracts as executed l together Wi~h a statement of tho 

dates upon which the contracts are deemed to have become effective. 

3. APplicant shall notify this Commission in writiX)g of the 

datos of termination of each and every one of said contracts 

mthin thirty days fro::l :;:.nd after said tc:rr.ination dates. 

z... Applicant shall segregate its capita;, investment and 

operating expenses involved in these ccntr~cts froe the remainder 

of tho system, and maintain records in such manner as will enable 

rate of return stu~ies to be prepared sopar~telYl covcrin~ the 

loads ~nd services involved in these several contracts. 

The effective date of this order shall be twenty days 

after the date hereof. 

Dated at Snn Fnulcisco 
.;#., II _ day 

of ______ " ..... '~.!~~ __ , 1957. 

Commis sionors 
COl:ll:l1z:;ionor 'C. ~'j"'tI. ;ox • be1%l8 
nocc~::;o.rn~f "i: .~C:l~ ... :. ~~ not p3.rt.1e1j)at.o 
in tho d1:;pc:.':'t.!.on ct t!l1::; proeoo.e1nz_ 
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